Introduction
Outward Foreign Direct Investment (OFDI) from China has become a popular topic in the academic literature because of its rapid increase and unconventional patterns (among many others, see Child and Rodrigues, 2005; Buckley et al, 2007) . The related empirical literature has focused on analysis of the drivers of internationalization and on location choices, which have been analysed in numerous studies at both country level (Buckley et al., 2007; Deng, 2009 ) and firm level (Amighini et al, 2013; Ramasamy et al, 2013) .
The rise of Chinese investments follows the provisions of the "Going Out" strategy, launched with the 10 th Five-year Plan in 2000 and later reinforced in subsequent plans that fostered the internationalization of domestic firms. The aim was to promote industrialization and technological upgrading to support growth of the domestic economy (Wang, 2012; Davies, 2013) . But so far there is only a limited amount of empirical research available regarding the effect of OFDI on the performance of Chinese investor companies.
Some recent notable exceptions include a paper by Chen and Tang (2014) analysing the impact of Chinese OFDI on firms' performance on the basis of data from the Chinese Ministry of Commerce and another paper by Edamura et al (2014) that deals with the impacts of acquisitions and uses a Chinese-based financial database (ChinaVenture).
In this paper, we investigate whether and how OFDI has a positive impact on the performance of Chinese investing companies, using a sample of 368 Chinese firms, each having an affiliate in Europe, and covering the years [2003] [2004] [2005] [2006] [2007] [2008] [2009] [2010] [2011] . The empirical analysis takes advantage of the availability of a new database, EMENDATA (see Amighini et al., 2014 , for a complete description), which merges FDI information with firm financial data from Orbis Bureau van Dijk's (BvD).
We measure the impact of OFDI on the investing companies by means of several indicators, including labour productivity, total factor productivity, assets, sales, employees, and profitability. In addition, we disaggregate OFDIs according to the mode of entryMergers and Acquisitions (M&As) or greenfield investments -and we assess whether there is any difference in impact on investors. To the best of our knowledge, this is the only study examining the impact of Chinese OFDI (a) into advanced economies and (b) accounting for specific effects of the different modes of entry.
Europe is an interesting destination because Chinese OFDI into EU countries is mainly motivated by the search of new markets, with the aim of creating overseas plat-
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The impact of outward FDI on the performance of Chinese multinationals forms for sales and distribution, and of strategic assets, aimed at acquiring foreign technologies, knowledge and brands that are not fully available at home (Amighini et al, 2013) . Therefore, it is of particular interest to investigate whether these investments -by introducing more efficient production techniques and improving overall performance in terms of scale, sales and profitability -generate positive effects on the performance of the investor firms.
We use the propensity score matching (PSM) technique to investigate the impact of OFDI on treated firms, each having an affiliate in Europe, by comparing them with a closely matched control group, selected from the subgroup of all the Chinese companies included in BvD Orbis with no investments abroad. Propensity score matching is then combined with difference-in-difference estimators to further eliminate time-invariant and unobservable differences between the treated and control firms.
Our results confirm that outward FDI does affect Chinese investor firms' performance. We find a positive effect on firms' efficiency and performance, which materialize at different points in time: the productivity enhancement takes some time (Mansfield, 1985; Chen et al., 2012) , whereas there is an immediate impact on company scale, as indicated by increases in total assets and in numbers of employees. Total sales also show an upsurge as a result of the investment, showing the importance of market-seeking motives.
Significant differences in the above results occur when we distinguish among investments on the basis of entry mode: acquisitions favour early access to intangible assets, but they result in negative financial performance, whereas it is via greenfield investments that Chinese firms are more likely to improve their scale and productivity.
Our analysis has important implications, since it adds to the existing knowledge of Chinese OFDI, in that we shed light on the kinds of spillovers that result from assetexploring strategies in the more advanced markets and on which modes of entry enable Chinese companies to gain competitive advantages.
The remainder of the paper is structured as follows. Section 2 reviews the existing literature on the effects of OFDI on the investor firms' performance. Section 3 presents the original data used for the analysis and discusses the methodology. Results are discussed in Section 4, and Section 5 concludes. The effect of outward FDI on investor firms' performance
The nexus between outward FDI and the investor companies has been mainly investigated in the context of advanced economies, and the results have not been clear-cut. The empirical literature on heterogeneous firms shows that MNEs enjoy a productivity advantage over other types of firms (Helpman et al., 2004) , but the evidence on other dimensions of performance, including employment and profitability, is less straightforward. Several studies have shown that both horizontal and vertical OFDI generally have positive effects on productivity as well as on the size of domestic activities (Barba Navaretti et al., 2010; Desai et al., 2009 ), but the effects of vertical FDI on employment are not as obvious (Castellani and Barba Navaretti, 2004; Hijzen et al., 2011) .
On emerging and developing countries, the empirical evidence on the impact of OFDIs on the investor firms is more limited. In contrast to the traditional MNEs, firms from emerging economies invest abroad in order to gain new competitive advantages and strategic resources they do not possess (Ramasamy, 2012; Luo and Tung, 2007) . In light of this, it is not uncommon for EMNEs to undertake OFDIs as a deliberate strategy to grow larger and increase the overall scale of their activities (Luo and Tung, 2007) .
Furthermore, both the motivation of the investments and their final destination have an important influence on performance. This is a relevant aspect for the purposes of this study, which focuses on the emerging economies' OFDI into advanced economies, characterized by a prevalence of market-and strategic asset-seeking motivations (Wang, 2012; Ramasamy, 2012) .
In the case of market-seeking FDI, the resulting increase in the scope of operations of MNEs may stimulate the exploitation of economies of scale, at the level of both parent company and affiliate. This might happen as a consequence of sharing sunk costs, information, or learning by doing (Hijzen et al., 2011) . In addition, economies of scale may significantly impact the performance of the parent company, which provides specialized services to the affiliates as well as intermediate goods, if the latter are involved in overseas production activities serving foreign markets. In this context, not only do MNEs increase their overall size; they also combine domestic and foreign production to enhance their productivity and competitiveness in both the home and host country (Herzer, 2012; Desai et al., 2009 ).
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The effect is potentially stronger in the case of asset-or technology-seeking FDI, which are usually directed at advanced economies 1 , and are common for EMNEs. Foreign affiliates can be seen as a vehicle to acquire knowledge, technologies, know-how, and management capabilities, all assets that are then transferred back to the parent company in the form of reverse technology and knowledge transfers . It should be noted that in some circumstances the potential benefits of such investments might be offset because of a lack of international experience of EMNEs and a lack of knowledge of foreign markets, especially those more culturally distant, as recently shown by Buckley et al. (2014) .
Among the few studies investigating the effects of OFDIs on the performance of EMNEs, some have looked specifically at the effect of asset-seeking motivation on the technological performance of investor firms Pradhan and Singh, 2009 ).
Only a few other studies focus on the effects of OFDIs on other aspects of firms' performance in the context of emerging economies. Among them, a paper by Debaere et al. (2010) combines propensity score matching with difference-in-difference estimators to study the effect of FDI on employment growth in a group of Korean MNEs and shows significant reductions for firms investing in developing countries but non significant effects for investments into advanced economies. Two other studies focus on Taiwan and show that foreign operations generally: a) promote an increase in domestic production and employment, conditional on the size of the investment (Liu and Nunnenkamp, 2011); and b) raise firms' productivity, as they affect both technological endowments and the firms' technical efficiency (Yang et al., 2013) .
A recent work by Chen and Tang (2014) investigates the effect of OFDI on different dimensions of performance of Chinese firms. The paper is based on MOFCOM approved investments 2 and finds positive effects of OFDIs on productivity, employment and on various dimensions of export performance. With respect to this analysis, we focus here on Chinese investments into advanced economies and we include information on the entry modes (greenfield versus M&As) of the investments.
1 Indeed, extant literature on MNEs has showed that the investment destination matters, with increases in productivity being associated with investments in higher technology intensive countries (de la Potterie and Lichenberg, 2001; Barba Navaretti et al., 2010) . 2 As recognized by the same authors, MOFCOM data are biased towards financial centers, like Hong Kong, and in some cases this hides the real final destination of the investments (for a comparison of the database used in our empirical analysis versus MOFCOM data, see Amighini et al., 2014) . As regards the mode of entry, there are few studies available on M&As undertaken by EMNEs that scrutinize the effects of these investments. Using a sample of public listed firms, Edamura et al. (2014) have empirically shown the existence of a positive effect on sales, productivity, and assets of M&As for Chinese acquiring firms. But there is also evidence suggesting that EMNEs may lack the internal capability needed for completing well performing M&A deals (Chari et al., 2010) . This is consistent with the findings of Bertrand and Bertschinger (2012) based on a sample of Russian MNEs, which look at the effects of acquisitions on profitability and find that a lack of international experience, together with the limited ownership advantages, have undermined the capacity to leverage values from foreign acquisitions.
There is also some evidence from case studies on Chinese EMNEs confirming that the expected positive outcomes of M&As in advanced countries are often delayed or reduced because of a lack of experience and competitive advantages, especially in contexts characterized by wide cultural differences (Nolan, 2012; Spigarelli et al., 2013; Hensen et al., 2014) .
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Data and methodology
The database
Our analysis is based on a novel database -the Emerging Multinationals' Events and Networks DATAbase (EMENDATA) -which includes greenfield investments, mergers and acquisitions (M&A), and other minority investments (Amighini et al., 2014 For the specific purposes of this work, we look at all the deals undertaken by Chinese investor firms within the EU27. According to EMENDATA, the EU27 is the most 9 Claudio Cozza, Roberta Rabellotti and Marco Sanfilippo
The impact of outward FDI on the performance of Chinese multinationals attractive region for Chinese OFDI, followed by Asia (Amighini et al, 2014) . 3 The total number of Chinese companies with one or more investments in Europe is 521 (423 with one investment and 98 with more than one deal). The sample shrinks to 368 companies (70% of the initial sample) because of the limited availability of firm level information.
The information has been extracted at the parent company level, consolidating all the deals of the same business group, even when undertaken through different subsidiaries.
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From BvD Orbis we also included 4,801 Chinese companies that control at least one subsidiary in China but do not have any foreign subsidiaries, that is, companies that have not undertaken OFDI. We include in the control group those companies with at least one domestic affiliate in order to have firms that are as similar as possible to the investor companies in the main sample.
The econometric methodology
The empirical assessment of the impact of OFDI on the investor companies faces a major problem of endogeneity and reverse causality, widely recognized in the literature (Helpman et al., 2004) . In fact, there is problem of self-selection because larger and more productive firms could be more likely to undertake foreign investments. In other words, the better performance of MNEs with respect to firms without foreign investments could be independent of their decision to undertake OFDI (Castellani and Barba Navaretti, 2004 ).
The first step of our analysis is to assess the existence of structural differences between two groups of firms: the treated firms corresponding to those companies that have invested in the EU27 and the control group of companies without foreign investments, as indicated in the previous paragraph. Table 1 presents their key characteristics in the year before the first investment. 5 The choice of considering the first investment in the EU27 is motivated by the fact that the decision to internationalise and become a multinational rep- resents a radical change of status for a company. 6 In the empirical analysis we aim at investigating whether this decision has an impact on firms' productivity and structural characteristics.
Our data confirm that there are significant differences between the two considered groups: the treated companies are younger, larger and more profitable than the companies in the control group. The second step of the analysis is therefore to further investigate the existence of heterogeneity among the sample firms using a simple OLS regression to test the relationship between firms' characteristics, performance indicators and a dummy variable (OFDI) taking the value of 1 in the year of the first investment and 0 otherwise. The model is:
where Y indicates firms' characteristics and measures of productivity (see Appendix A for details) in firm i in province j, sector x and year t, and γj, δx, and ρt, are respectively province, industry (2 digit codes of the ISIC Rev. 3 classification), and year effects. Table 2 shows that the effects of the investments are positive and significant with respect to labour productivity, TFP, total assets, sales and employment, while there is a negative effect on financial performance, especially on the return on assets 7 .
The impact of outward FDI on the performance of Chinese multinationals Table 2 Determinants of firms' productivity Robust standard errors in parentheses *** p<0.01, ** p<0.05, * p<0.1
In the third step of the empirical analysis we follow a well-established strand of empirical literature (Barba Navaretti and Castellani, 2004; Debaere et al., 2010) and build a counterfactual by selecting a group of non-investors whose characteristics closely match the Chinese investing companies using propensity score matching techniques. Therefore, the control group includes Chinese companies without any foreign affiliates but with the same exante probability to undertake an OFDI. PSM is a non-parametric estimator of the mean difference in outcomes between the treated and non-treated companies under the common support. Formally, the average treatment effect on the treated (ATT) resulting from the matching is equal to the difference in average outcomes for the firms included in the treated group and those in the control group (Imbens and Wooldridge, 2009):
where y t and y c are the outcomes for the treated and control groups, respectively, and D is a dummy equal to 1 if the firm is treated.
We estimate the probability of investing in Europe as a function of observable characteristics by means of a Probit model: Our vector of observable characteristics, X, includes a number of standard variables that can affect the probability of investing overseas (see Debaere et al., 2010; Chari et al., 2012) , including age and age squared, as a proxy for the experience of the firm, size (measured by the number of employees), capital intensity, financial performance (measured by the return on assets), and a dummy variable equal to 1 if the firm is listed on the stock exchange or 0 otherwise as a proxy for the capacity to access financial capital. 8 The specification also includes 2-digit industry dummies, to control for industry-specific performance and to take into account specific incentives and policies aimed to selected sectors; and provincial dummies based on the geographic distribution of firms within provinces and autonomous municipalities, to control for the heterogeneity of local policies which might affect the decision of the firms to invest. Finally, we also include year dummies to control for common shocks and business cycle fluctuations.
The results for the Probit model, reported in Table B1 in the Appendix, show that larger firms, in terms of employment, those more capital intensive, as well as those with higher returns on assets are more likely to invest in Europe. Age appears to have a negative effect, as in Edamura et al (2014) , which is explained by the high propensity of Chinese
MNEs to undertake early internationalization strategies and thus leapfrog the traditional stages of development. However, the relation between age and the propensity to invest in advanced countries is non-linear, indicating that the most recently established firms have lower probabilities to go abroad. Finally, public listed firms are more likely to undertake M&As compared to non-listed ones since M&As usually require larger capital commitments, and public listed firms are more likely to have access to financial resources. This is even more likely in the case of China, where access to credit is a constraint to potential (non-listed) investors (Sutherland and Ning, 2011) .
Propensity scores are then computed based on the output of the Probit analysis.
We select those firms that are as similar as possible to the investing companies in terms of 8 It would have been of interest to include a dummy identifying State Owned Enterprises, but this information is not directly available either in our database or in Orbis. For the variables representing firm structure, capital intensity and financial performance we use the average values for the last three years before the investment. Two main reasons for this: first we are able to increase the number of observations given the large number of missing values in our sample; second the decision to invest abroad might not necessarily be taken the year before investing (on this see Hijzen et al., 2011) , especially when -as in the case of Chinaapproval procedures take time (Davies, 2013).
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The impact of outward FDI on the performance of Chinese multinationals propensity scores, using the Kernel matching estimator with common support by means of the Leuven-Sianesi (2003) algorithm. 9 Figure 1 provides an illustration of the matching procedure. The graph on the left shows the predicted probability, i.e. the propensity score, of investing abroad for the entire control group before matching vis-à-vis the treated firms, while the right graph presents the same probability for the groups of the matched controls and the treated, showing that the two distributions almost overlap after the matching procedure. Another way to evaluate the results of the matching procedures is to test the so-called balancing hypothesis, which means that observations with the same score have the same distribution of observable characteristics independently of the treatment. This hypothesis is tested both before and after the matching. Table 3 shows that the two samples can be considered well-balanced given that the standardized percentage bias falls well below the 5% threshold, and that the t-tests on the selected variables are not significant (Rosenbaum and Rubin, 1985) . Furthermore, following Sianesi (2004), we compare the pseudo R 2 before and after the matching finding a sensible reduction.
10
9 Alternative matching algorithms, including the nearest neighbour and the Mahalanobis one, were also tested, but their performance was worse in terms of the balancing test. 10 As the pseudo R 2 is an indicator of how well the regressors explain the probability of selection, after matching, its value should decrease considerably compared to that prior to the procedures (Sianesi, 2004) . Finally, in the fourth step of our empirical analysis, we use the propensity scores to calculate a difference-in-difference (DID) estimator to further rule out time-invariant and unobservable differences between treated firms and the controls, using the following model:
where firms in the control group are weighted on the basis the propensity score difference between treated and control firms, obtained via the matching procedure described earlier (Heckman et al., 1997) . The DID allows one to compare the change in the average outcomes for the two groups of firms in our sample (t=n), during a time period before the investment took place (t= -1) and a time period after the investment. Given the availability of a relatively long time series, we are able to test the effects on performance from the year of the investment (t=0) up to five years after (t=5). Table 4 provides the results of our difference-in-difference estimator including a number of indicators over a period covering from the year of the investment (t=0) up to five years (t= 1,…,5) after it.
Results
11 11 We have run a number of robustness checks, investigating the stability of our PSM-DID model to the exclusion of companies having undertaken more than one investment, as well as replicating the model by means of a GMM approach. A description and results for these robustness checks are reported in Appendix C.
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The impact of outward FDI on the performance of Chinese multinationals Table 4 Propensity score matching difference-in-difference estimator Note: This table reports difference-in-difference estimates for the post-investment performance between treated and control firms on different outcomes. All equations include province, sector and years fixed effects. t={0,5} denotes the post-investment year. Robust standard errors in parentheses; *** p<0.01, ** p<0.05, * p<0.1
Columns I-IV present the effects of the investment on firms' efficiency, showing that investments hardly induce a significant immediate increase in productivity. The sign of the coefficient (although still not significant) switches from positive at t=0 to negative for the following two years. The positive sign at t=0 can be considered a further sign of the existence of a productivity premium for foreign investors, as already pointed out in the previous section. Whereas, the switch to a negative sign from t=1 can be interpreted as an initial impact of the investment, which requires a period of adaptation in the investing firms. Then after four years from the investment, Chinese firms investing in Europe experience a significant increase in their productivity, which is measured at some 18 to 58 percentage points higher than for non-treated firms, depending on the indicators used. There are two possible explanations for this positive and significant difference in productivity. It could be the result of reorganization of production activities, leading to a more efficient division of labour between parent and affiliates. Moreover, we can expect intra-firm transfer of knowledge, technologies and managerial best practices, which would provide evidence of spillovers, showing that they take on average four years to be absorbed by firms (Mansfield, 1985; Chen et al., 2012) .
Column V shows a positive (though not significant) increase in the coefficient of capital intensity, which could explain the difference in productivity -in addition to or as an alternative to foreign investment. In order to address such potential concern, as a further robustness check, we also ran the DID model on the four measures of productivity reported in Columns I-IV of Table 5 , including K/L among the regressors. The results, reported in Table B3 in the Appendix, are not in favour of a substitution effect.
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Column VI shows that, compared to control firms, there is significantly higher growth in terms of total assets in the companies with foreign investments. This is a relevant finding that is consistent with the view that investments in foreign and domestic markets complement each other, especially in emerging economies like China, which are still far from full employment of production factors (Deng, 2009 ).
In Column VII, we control for intangible assets, as a proxy for the asset-seeking motivation (Deng, 2009; Buckley et al., 2014) . In fact, one of the reasons why EMNEs invest abroad, especially in advanced markets, is to complement their resources with new assets hardly available in the home country (Ramamurti, 2012) . Nevertheless, we do not find any significant improvements relative to non-investors in the share of intangible or total assets, which actually show a small relative decrease in years three and four, possibly due to more rapid accumulation of fixed assets
Another key implication of outward FDI is represented by the capacity to expand the overall scale of investors' activities. Though such an investment itself represents an expansion of the investor's scale, this can also be due to a number of different factors, including, for instance, the need to serve new markets or to extend and coordinate existing activities across borders. We test this hypothesis using different variables.
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In Column VIII, we measure the impact of investments in Europe on the employment of Chinese EMNEs finding a positive and significant sign. This result is consistent with the existing evidence on the employment effect of OFDI in Chinese firms (Chen and Tang, 2014) as well as in firms in other emerging economies, such as Korea (Debaere et al., 2010) and Taiwan (Liu and Nunnenkamp, 2011) . In the case of China, it is very likely that efficiency seeking investments can be excluded and that OFDI is generally oriented to increasing the scale of the investor companies rather than substituting domestic employment with the establishment of foreign affiliates.
In a similar vein, we find that investments lead to a significantly larger increase in total sales as compared to the control group (Column IX). Unfortunately, due to data limitations, we cannot determine whether exports, intra-company trade or domestic sales explain this increase. Consistently, based on the literature on the determinants of Chinese FDI (Buckley et al., 2007) , we assume that such an increase could be explained by market seeking investments aimed at strengthening the market position in advanced countries through the establishment of trade offices and/or the acquisition of distribution networks.
The importance of market seeking as motivation for investments is also confirmed by surveys undertaken on Chinese investors in Europe (European Chamber of Commerce, 2013).
Moreover, Chinese investments in advanced economies are also aimed at responding to the increasing sophistication of domestic demand, as documented in the case of the investments of Haier, an Italian white goods company, by Pietrobelli et al (2011) . This helps to explain the rise in domestic sales compared to national firms. Finally, in the case of production related vertical investments there could also be an increase in intra-firm trade (Barba Navaretti and Venables, 2004) .
Columns X and XI report the impact of the investments on certain financial indicators for investigating how the profitability of the investors is affected by OFDI. The results are always not significant, but the situation changes in the next section, where we take into account the different modes of entry of the investments -greenfield versus M&As -given the different financial efforts involved (Norback and Persson, 2002) .
Does the entry mode influence domestic performance?
In this section, we replicate the empirical analysis presented in the previous section introducing the distinction between two different entry modes -greenfield and M&As -to ex-plore whether there is any differences in their impact on investors.
13 Tables 5 and 6 present the results of this analysis. Note: This table documents difference-in-difference estimates for the post-investment performance between treated and control firms on a different set of outcomes. All equations include province, sector and years fixed effects. t={0,5} denotes the post-investment year. Robust standard errors in parentheses; *** p<0.01, ** p<0.05, * p<0.1
13 Treated and control samples have been selected following the same procedures described in Section 3.1 and considering the first greenfield or M&A investment. Results of the Probit models are reported in Columns (2)-(3) in Appendix B, Table B1, and Tables B4-B5 report the results of the balancing tests for the two sub-samples.
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The impact of outward FDI on the performance of Chinese multinationals Table 6 Results for propensity score matching difference-in-difference estimator (M&As) Note: This table reports difference-in-difference estimates for post-investment performance between treated and control firms on a different set of outcomes. All equations include province, sector and years fixed effects. t={0,5} denotes the post-investment year. Robust standard errors in parentheses; *** p<0.01, ** p<0.05, * p<0.1
Considering Columns 1 to 4 in both tables, we see that it is through greenfield FDI rather than M&As that Chinese EMNEs increase their productivity. This result provides new evidence with respect to the analysis presented in Edamura et al. (2014) , which is only focused on M&As. Our finding can be justified by two main facts. On the one hand, strategic acquisitions are more likely to be undertaken by Chinese firms with the objective of getting access to both tangible and intangible resources, which are mainly oriented to increasing the value added of production rather than its efficiency. On the other hand, it is also true that -especially in more distant contexts such as the EU27 -M&As are more complex operations to manage than greenfield investments, and this can result in underperforming Taking into account M&As (Table 6) , the impact on size is also positive and significant from year 1 to 4, but it is smaller than in the case of greenfield investments. Given that M&As generally require higher cash flows and a more complex ex ante structure, firms investing via acquisitions are in general larger and better established companies and this can explain this relatively more limited impact on scale. In addition, considering that existing analyses linking the motivation of the investment to the entry mode consistently
show that M&As are mainly used by Chinese firms to gain access to strategic assets for upgrading their operations (Deng, 2009; Cui and Jiang, 2009 ), while greenfield investments are used for expansion purposes (Quer et al., 2012) , one could argue that acquisitions should contribute mainly (and earlier) to a qualitative, rather than quantitative, improvement of the firm.
Indeed, considering intangible assets, we observe that Chinese firms slightly increase their relative endowments as an immediate consequence of M&As in Europe, confirming a finding of Edamura et al. (2014) that it is mainly through acquisitions that Chi-Claudio Cozza, Roberta Rabellotti and Marco Sanfilippo
The impact of outward FDI on the performance of Chinese multinationals nese firms tap into foreign technologies and knowledge for accelerating their strategies of upgrading (Deng, 2009 ).
Finally, the indicators of financial profitability weaken steadily as a consequence of M&As. This result is consistent with the literature on the effects of M&As. On the one hand, in line with Norback and Persson (2002) , we confirm that negative profitability is more likely to be caused by M&As, rather than greenfield investments. On the other hand, in accordance with the findings of Bertrand and Betschinger (2012) on M&As undertaken by Russian MNEs, we show that also Chinese MNEs (in most cases at their first foreign M&A) are unable to leverage value from their foreign acquisitions.
Conclusions
This paper has analysed the effects of outward FDI into the EU-27countries on the performance of Chinese MNEs. Our results robustly show that Chinese OFDIs have so far affected different dimensions of MNEs performance. We find that Chinese investors register an increase in productivity and capital endowments, but these effects only materialize some years after the initial investment. In line with the existing literature on EMNEs, we also show that firms may speed up the process of gaining access to new resources and intangible assets via M&As, even if this seems to happen at the cost of a lower profitability.
We show that M&As are not so frequently aimed at the quantitative growth per se, but rather at a qualitative improvement in the firm. Indeed, firms engaging in M&As are expected to be relatively larger ex ante but to grow more slowly after the acquisition, as their efforts concentrate on the assimilation of technological advantages. Conversely, Chinese firms undertaking internationalization via greenfield investments see larger complementarities between domestic and foreign activities, the former benefitting from significant increases in scale, sales and assets.
Taken together, these results provide new evidence that the recent rise of Chinese investments, spurred by the Government's strategy of promoting the internationalization of domestic firms, is leading to improved performance by the domestic sector. However, it is still difficult to say whether the improvements in performance can contribute to the upgrading of the productive structure of the country. We find only weak evidence that M&As are leading to the transfer of more valuable resources in the form of intangible assets to the parent companies making the investments, and this effect even disappears a few years after the deal is concluded. In addition, due to the lack of information on value added, we are unable to investigate whether the gains in productivity lead to any process or product up-
grading.
An implication of our work for the study of China's upgrading is that Chinese
MNEs are still in the process of learning from their internationalization process and, especially in the case of M&As, they are gaining experience by accessing geographic and culturally distant markets. On the basis of our results, we can reasonably affirm that the stock of accumulated experience in overseas investments is directly related to an increase in the size of the gains accruing to domestic firms. This can be interpreted as an encouraging sign for Chinese investors, whose relative inexperience and lack of key competitive advantages have so far constrained their capacity to fully exploit the potential of overseas activities, as well as for the Chinese economy as a whole, which could well expect large returns from its increasing OFDI activities.
Appendix B Appendix C -Robustness checks
As remarked in section 3.2, the propensity score matching estimator has several advantages over standard procedures, and it enables robust evaluation of causality between investments and performance, while taking in due account the issues related to endogeneity. This approach is nonetheless not immune to criticism. One point of contention that may be quite relevant to our case, is related to the issue of multiple treatments, i.e. the presence of firms performing multiple investments over the period considered. This may introduce biases into our estimations. One should not overlook the fact that the large size of the coefficients reported in Table 4 some years after the first investment could be attributable to the additional investments made in the following years.
In order to account for this potential bias, we ran our PSM-DID model on a sample of treated firms composed of individual investors only, i.e. excluding all firms that have undertaken more than one investment in the period considered. Table C1 shows that our concerns are not confirmed since the relations examined remain significant. Interestingly, however, we notice that the size of the scale-related coefficients (assets, employees and sales) tends to decrease as we move to later years and that in such cases this can be explained by the inclusion of multiple investors in this main sample. Following the empirical strategy adopted by Bertrand and Betschinger (2012) , we further check the overall robustness of our approach by means of a GMM estimator. In our settings, the GMM is a good alternative to the PSM approach, given that it enables us to account for the endogeneity of the FDI variable. Moreover, it also controls for the possibility of omitted variables. This enables us to overcome the potential limitations due the assump- We control for factors affecting the performance of both investors and noninvestors to isolate the effect of FDI using a system GMM approach (Roodman, 2009 ) to test the effects of FDI on productivity. 16 It is possible to infer from Table C1 that both the Hansen test of over-identification and the Arellano-Bond test of first-and second-order autocorrelation confirm the adequateness of the GMM specification adopted here. These results point once again to the positive relation between investment and productivity. In addition, coherently with what was shown at the beginning of this section, we notice that there are very little differences as compared the situation in which we control explicitly for the presence of multiple investors in the sample of treated firms. 
